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e 3Q1l7 PATMI exceeded our estimate by 15% owing to better than expected other
operating income.

StocksBnB.com

Accumulate (Maintain)

.. . . . LAST TRADED PRICE SGD 0.970
e Maintain “Accumulate” rating with unchanged target price of $$1.11, based on FORECAST DIV SGD 0.0286
Gordon Growth Model as we roll over to FY18e valuations. Previously, target price was TARGET PRICE $GD 1 110
pegged at 34.3x PE ratio based on FY17e EPS of 3.25 cents. TOTAL RETURN 17.38%
Results at a glance
(SGD mn) 3Q17 3Q16 YoY (%) 2Q1l7 QoQ (%) Comments COMPANY DATA
Recurring net revenue 10.6 9.1 16% 9.9 7% Higher AUA BLOOMBERG TICKER IFAST SP
| dl t t .
Non-recurring net revenue 2.4 1.5 55% 2.0 19% ncbrea?et, nvestmen O/S SHARES (MN): 264
subscription MARKET CAP (USD mn/SGD mn): 189/ 258
Total Net Revenue 13.0 10.7 22% 12.0 9%
o . . . 52 - WK HI/LO (SGD) : 117/ 059
Other operating income 0.6 0.3 108% 0.4 49% Higherinvestmentincome 3M Average Daily T/O (mn) : 054
Dep. & Amor. -1.1 -0.8 41% -1.0  19% Additional IT software assets
Staff annual increment,
Staff costs 54 -48 15%  -48 14%  additional bonus and MAJOR SHAREHOLDERS (%)
increased headcount Lim Chung Chun 22.42%
Higherl tal dIT i
Other operating expenses -4.5 -3.6 25% -4.1 9% '8 -er case r.en atan SPH Asiaone Ltd 5.40%
services & maintenance exp Wee Kian Lim 7.70%
Operating profit 2.6 19 41% 25 2% Schroders PLC 2.96%
Redemption of AFS bond
iti d higherint
Net Finance Income 0.2 0.2 -2% 0.2 15% _Secun tes and higherin PRICE PERFORMANCE (%)
income from short term
deposits IMTH 3MTH 1YR
PATMI 2.3 1.9 22% 2.2 5% COMPANY 43 (8.8) 6.1
Source: Company, PSR STIRETURN 4.87 258 2387

The Positives
+ Average AUA growth led by strong net sales. Average group AUA in 3Q17 grew 19.2% YoY -ERICEVS.STI
to $56.92bn and 1.6% higher QoQ. Net sales contributed S$230mn but AUA revaluation had 1.30
a negative S$120mn impact (See Fig 7). However it is unclear what had caused the negative 110 |
revaluation. Singapore’s AUA (largest by geography) grew 14.3% YoY. Hong Kong’s AUA (2"
largest by geography) grew 25.4% YoY after an extended period of weak performance.
Malaysia’s AUA grew 46.4% YoY. The composition of bonds, ETFs and stocks grew to 7.4% of 0.70 1

0.90 A

group AUAin 3Q17 (2Q17: 7.2%). 0.50

+ Higher revenue owing to broader product mix and customer volume. Revenue in Nov-16  Feb-17 May17  Augl7
Singapore grew 24.1% YoY in 3Q17 contributed by net subscriptions into unit trusts, bonds, IFASTSP Eauity FOSTITR index

ETF and stocks and robo-advisory portfolios. Revenue in Malaysia grew 38.6% YoY in 3Q17  Source:Bloomberg, PSR

as there was significant growth in UT business. Revenue in Hong Kong grew 26.1% YoY in

3Q17 as the B2B and B2C business witnessed strong net inflows of investments. 52{ E'QNCANCIALS P —

+ 9M17 total net revenue / AUA grew 12bps QoQ to 0.731%. Recurring net revenue / AUA
increased to 0.606% in 9M17, higher than 0.602% in 1H17 as bonds and unit trusts inflows

Net Rev (SGD mn) 415 40.7 49.6 58.6

NPAT (SGD mn) 21 54 8.9 108
gain traction especially in Hong Kong. Stronger commission income came from increased ¢ cons) 465 208 341 428
investment subscription from customers and IT solution fees from FA firms and institutional 5 200 406 289 230
clients in 3Q17. As a result non-recurring net revenue as a percentage of AUA increased to  p/g (x) 46 28 31 29
0.125% in 9M17 higher than 0.117% during 1H17 and 0.105% in FY16. DPS (Cents) 279 279 286 300
+ Positive 0.9% jaws ratio in 3Q17 compared to 3Q16. Staff costs to net revenue is lower in  Div. Yield %) 28%  33%  29%  30%

3Q17 at 41.8% compared to 44.5% in 3Q16 offset by higher other operating expenses to  Source:Bloomberg, PSR

net revenue in 3Q17 at 34.4% compared to 33.5% in 3Q16. Other operating expenses Gordon Growth Model (ERP: 6%; g: 2%)
increased 25.4% YoY in 3Q17 due to higher rental in China following the opening of the new
Shanghai office in 3Q16, higher rental in Singapore from the additional office space in
Singapore effective July 2017 and increase in IT services and maintenance, bank charges and
brokerage costs.

Jeremy Teong (+65 6212 1863)
Investment Analyst

jeremyteongfh@phillip.com.sg
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The Negatives
- China continue to be loss-making but losses have narrowed. Loss for iFAST’s Chinese
operations in 3Q17 was $51.025mn, lower than $$1.064mn in 3Q16.

Outlook

We see continued strength in AUA growth through net sales as investors’ risk appetite is
supported by improving economic sentiments and better clarity in geopolitics. As we have
observed in 2016, iFAST’s performance had been more affected by macro uncertainty than
by ephemeral market volatility. As long as investors are increasing their allocation into
investment products instead of staying on the side, we could expect sequential
improvement in its operations.

iFAST has been strengthening its partnership with FAs though minority stakes in FA firms.
These partnerships improve iFAST’s B2B sales funnel and develop new sales verticals such as
the provision of IT solutions to the FA firms and institutional clients. The provision of IT
solutions helped increase 3Q17 non-recurring net revenue by 54.7% YoY. 3Q17 minority
stake investments are RAF Holdings Pte Ltd, a FA firm in Singapore and Beijing Financial
Alliance Technology Co Ltd, a FA consultancy and advisory firm in China.

Gordon Growth Model

Item Description Value

R¢ Risk-free rate 2.0%

E Equity-risk premium 6.2%

B Beta 0.54

COE  Cost of Equity 5.4%

ROE FY18e Return on Equity 13.0%

g Terminal growth rate 2.0%

(ROE-g) FY18e Target Price to Book 3.29
(COE-g)

FY18e BVPS, S$ 0.34

FY18e Valuation, SS 1.11
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Valuation: 1-year average Price to Earnings Ratio of 35.3
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Investment Actions

Maintain “Accumulate” rating with unchanged target price of $$1.11, based on Gordon
Growth Model as we roll over to FY18e valuations. Previously, target price was pegged at
34.3x PE ratio based on FY17e EPS of 3.25 cents. We have changed our valuation method to
Gordon Growth Model because iFAST does not have debt so its ROE is a strong indication of
how efficient its shareholder equity is deployed.

Page | 3 | PHILLIP SECURITIES RESEARCH (SINGAPORE)



Figure 1. Net Revenue ($mn)

o Recurring net revenue = Non-recurring net revenue
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Figure 3. Operating Expense to Net Revenue (%)
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Figure 5. Net Revenue and Operating profit growth (%)
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Figure 7. AUA net sales and revaluation
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Figure 9. Annualised Net Revenue to average AUA ratio (Bps)
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Source (Fig 1 - Fig 10): Company, PSR
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Figure 2. Other Operating Income ($'000)
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Figure 4. Net Profit Margin based on Net Revenue (%)
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Figure 6. AUA of Investment products (Sbn)
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Figure 8. Net Profit ($'000)
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Figure 10. Staff costs and other operating costs ($'000)
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Financials
Income Statement Balance Sheet
Y/E Dec, SGD'000 FY15 FY16 FY17e FY18e FY19e Y/E Dec, SGD'000 FY15 FY16 FY17e FY18e FY19e
Recurring Net Rev 34,647 34,714 41,034 48,342 59,174 Financial assets, AFS 0 0 3,849 3,849 3,849
Non-recurring Net Rev 6,887 5,978 8,600 10,242 13,880 PPE 2,438 2,187 2,260 2,278 3,120
Net Revenue 41,534 40,692 49,634 58,584 73,054 Intangibles 5,163 10,375 11,808 15,366 20,086
Other Operating Income 1,525 1,622 1,870 1,164 794 Invtin assoc. co. 362 1,829 1,639 1,639 1,639
Operating expenses (31,083) (37,160) (41,664) (47,868) (58,839) Deferred tax assets 4 0 0 0 0
Operating profit 11,976 5,154 9,840 11,881 15,009 Others 510 313 309 385 489
Net finance income 799 836 735 756 712 Non-current assets 8,477 14,704 19,865 23,517 29,183
Associates & JVs (24) (158) (370) 0 0 Cash 29,520 22,464 27,290 31,977 34,927
Profit Before Tax 12,751 5,832 10,205 12,637 15,720 Receivables 19,877 24,091 36,032 41,015 52,552
Taxation (651)  (761) (1,548) (1,998) (2,456)  Fin assets, AFS 31,964 32,127 21,656 15,459 9,479
Net Income, reported 12,100 5,447 8,863 10,846 13,472 Others 1,442 1,742 1,579 1,742 2,223
Net Income, adj. 12,100 5,071 8,657 10,638 13,264 Current assets 82,803 80,424 86,557 90,193 99,180
Total Assets 91,280 95,128 106,422 113,710 128,363
Payables 13,836 15,524 23,845 27,143 34,778
Current tax payable 646 504 778 833 843
Current liabilities 14,482 16,028 24,623 27,977 35,621
Deferred tax liabilities 239 481 492 574 562
Per share data (SG Cents) Other payables 0 0 0 0 0
Y/E Dec, SG Cents FY15 FY16 FY17e FY18e FY19e Non-current liabilities 239 481 492 574 562
EPS, reported 4.65 2.08 3.41 4.28 5.32 Total Liabilities 14,721 16,509 25,115 28,550 36,183
EPS, diluted 4.50 2.04 3.35 4.18 5.19 Shareholder Equity 76,559 78,446 81,235 85,088 92,119
DPS 2.79 2.79 2.86 3.00 3.00 NCI 0 150 72 72 62
BVPS 29.34 30.20 32.05 33.57 36.34 Total equity 76,559 78,596 81,307 85,160 92,181
Cashflow Statements (SGD mn)
Y/E Dec, SGD'000 FY15 FY16 FY17e FY18e FY19e
CFO
Net Profit 12,100 5,333 8,657 10,638 13,264
Dep & Amor 1,484 3,070 3,982 4,281 4,690 Valuation Ratios
WC changes 327 (4,462) (3,006) (1,686) (3,902) Y/E Dec, SGD'000 FY15 FY16 FY17e FY18e FY19e
Others (140) 1,430 1,675 1,754 2,299 P/E (X) 29.0 40.6 28.9 23.0 18.5
Cash generated from ops 13,771 5371 11,307 14,989 16,351 P/B (X) 4.6 2.8 3.1 29 2.7
Taxes paid, net (301) (679) (832) (1,998) (2,456) Dividend Yield (%) 2.1% 3.3% 2.9% 3.0% 3.0%
Interest received 717 938 703 752 708 Growth & Margins (%)
CF from Operations 14,187 5,630 11,177 13,742 14,603 Growth
CFI Net Rev 13.2% -2.0% 22.0% 18.0% 24.7%
CAPEX, net (5,688) (6,706) (5,551) (7,653) (10,034)  NetIncome, adj. 413% -55.0% 62.7% 22.4% 24.2%
Net change in AFS fin assets (10,429) 2,537 7,512 6,196 5,981 Margins
Others 20 (2,661)  (797) 0 0 Net profit margin 29.1%  13.4% 17.9%  185% 18.4%
CF from Investments (16,097) (6,830) 1,164 (1,456) (4,053) Op profit margin 28.8% 12.7% 19.8% 20.3% 20.5%
CFF Key Ratios
Loans, net of repayments 0 0 0 0 0 ROE (%) 16.9% 7.0% 11.1% 13.0% 15.2%
Dividends (7,085) (7,311) (7,455) (7,604) (7,604) ROA (%) 14.0% 5.8% 8.8% 9.8% 11.1%
Share buyback 0 (2,531) (548) 0 0 Dividend Payout ratio 60.0% 134.1% 83.9% 70.1% 56.4%
Others 3,204 4,012 1,127 0 0 Op exp to net rev 71.3% 82.4% 75.9% 74.4% 0.0%
CF from Financing (3,881) (5,830) (6,876) (7,604) (7,604) Other Key Figures
Effect of FX on cash held (77) (25) (640) 0 0 Average AUA (SGD mn) 5,610 5,703 6,840 7,784 9,157
Net change in cash (5,868) (7,055) 4,825 4,682 2,946 Net Rev / Avg AUA 0.74% 0.71% 0.73% 0.75% 0.80%
CCE, end 29,520 22,464 27,290 31,977 34,927 Total Exp / Avg AUA 0.55% 0.65% 0.61% 0.61% 0.64%

Source: Company, Phillip Securities Research (Singapore) Estimates
*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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Ratings Histo

1.5 J Market Price Target Price | Source: Bloomberg, PSR
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PSR Rating System

Total Returns Recommendation  Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base ourrecommendations entirely on the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the
Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to
supply any corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options,
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the
analyses or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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